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Shareholders’ Equity Working Capital 


1973 1974 1975 1976 1973 1974 1975 1976 
Balance Sheet Highlights Operating Highlights 
1973 1974 1975 1976 
1973 1974 1975 1976 
Calne $12,244,400 $13,066,500 $15,284,500 $16,264,800 
Current Liabilities $ 2,802,700 $ 1,624,500 $ 1,374,100 § 1,290,700 Grass Profit (69,500) ‘124,900 447,000 477,400 
| 
Total Liabilities 3,393,700 2,124,500 «1,374,100 ~—«*1,290,700 Profit before 
Extraordinary Items (67,200) 60,800 202,600 233,800 
Current Assets 3,132,000 2,169,700 1,876,700 1,900,000 Earnings Per Share (11.26) 98¢ 32.66 37.66 
Tangible Assets 3,490,600 2,374,900 2,046,900 _—2,208,300 Net Profit including 
Extraordinary Items (428,700) ‘125,300 338,200 239,800 
Shareholders’ Equity 457,800 582,900 907,200 1,145,500 


Per Share including d 
Working Capital 329,300 545,200 492,600 614,000 Extraordinary Items (69.8¢) 20.1¢ 54.4¢ 38.6¢ 


Ho 


PRESIDENT’S LETTER 


To The Shareholders: 


This year’s report shows continued success in achieving the financial goals which the present 
executive team set for itself when it took over your Company’s management reins in 1973. As you 
can see from the highlights page, opposite, your Company established new record levels of Sales 
and Operating Profits in its recently completed fiscal year, while your Shareholders’ Equity 
increased by 25% to $1,145,000. 


> | 
Your Company’s Consolidated Sales increased by 6.4% to $16,264,800 in its most recent fiscal 
year. Moreover, we must remember that, in September, 1974, we sold the Company’s school supply 
division which contributed nearly one million dollars to sales for the Company’s previous fiscal year = 
which ended February 28, 1975. Thus, the actual increase in sales for your Company’s divisions fe < 
which were operating in both fiscal years was 13%. This increase is particularly gratifying since it was Cyl lac. 


achieved in a year of great competitive activity, as product surpluses replaced the shortages of 1974. 


The Company’s Operating Profits also increased nicely, as Net Profits Before Extraordinary a0) 


Items rose by 15%, from $202,600 in 1975 to $233,800 for this year. oe 


Your management is very pleased that, shortly after the fiscal year end, in March of 1976, we 
were able to resume payment of dividends on your common shares, after an interruption of several 
years. While we can’t make any promises, your directors hope to be able to continue the policy of 
paying dividends on the Company’s common shares, based on earnings and in accordance with 
sound working capital and cash requirements and subject to the limits prescribed by the Anti- 
Inflation Act and its related regulations. 


Your directors are also gratified to report that, while we still have a significant line of credit 
from our bankers, secured by our accounts receivable and inventories, in fact, we have not used 
bank loans since September of 1975. Indeed, during the last few months, we have periodically 
placed funds in short term deposits and earned interest income on same. A further indicator of our 
financial stability is the fact that we were able, in February, 1976, to secure the release of all other 
floating charge debentures. This resulted in the discharge of any and all encumbrances on the 
assets of the Company, aside from the periodic pledging of inventories and accounts receivable, 
referred to above. 


As managers of a sales and distribution company, we must always remember that, in addition 

to serving our customers and taking care of the interests of our shareholders and employees, we 

have a very important duty to ensure that our principals, those companies we represent as sales 
agents, are represented in the best possible manner in all areas of Canada. In this new fiscal year, 
management has budgetted for a 23% increase in the cost of i s force to expand and improve 


our coverage i ield and in Western Canada. Although this complete-coverage effort costs 


money, and, in fact, we are not forecasting any great increase in profit for this year, we consider it an 
investment in the future growth of your company. We believe that it is only by offering the most 
effective sales coverage for the dollars spent that we can best serve our present principals and 
attract new ones, thereby ensuring your Company’s continued success. 


On Behalf of the Board, 


JSESSTUART 
President. 


Toronto, May 15, 1976. 


CONSOLIDATED STATEMENT OF OPERATIONS 


FOR THE YEAR ENDED FEBRUARY 29, 1976 


(with comparative figures for 1975) : 
1976 ; 1975 
Sales 
Warehouse Sales ire acai zuczccctepeectens enc aice scare me comer deen acct mes date eee een rere $ 9,370,560 $ 9,060,701 
COMNUSSION- SAl@Se ssl secslakeeeee esas oes con gone eae eee Re eee en ee 6,894,291 6,223,772 
$16,264,851 $15,284,473 
Gross margin on warehouse sales (after se ete of $52,229 in 1976 and 
$3737 Gil TOTS rei craeu.teccccasvotemennya encore cena caren ee ete Sere ieee aft ee nce tee ee 3,045,129 2,548,588 
COMMISSION INCOM OMe ook. leo sccay chonee cavce ete cce tee Gete ete ere tee tore ae aa Cee Ton eee 451,257 381,542 
3,496,386 2,930,130 
Selling and administrative expenses ao! ccc. cecacssseaceeeeee sume epee see ea ce eee eee eee 3,018,976 2,483,128 
Y 477,410 447,002 
INCOME taXES costo Serres Bele ices EN ah RIE a eee ERE aes NEG cM ee et 237,045 238,102 
240,365 208,900 
Minority interest-share of profit of a SUDSIGiary «2.2.0.0... ee ccee cece eee eeees Pec eeece 6,543 6,275 
Profit before extraordinary iteMS ..............0..... cc cece ccneeeeeeeceeeeeeneeeeceeeeeeueeeecaeeeeaaaes 233,812 202,625 
Extraordinary itemis:(NGIG:9) cisco eget Settee tata rcee entice eee eee eee meee 5,930 135,574 
Net profit:for:the year 5.5 hc. he, iiecetnce theater $ 239,752 $ 338,199 
Earnings per share: 
Before'extraordiniary ttemts sxc sofoccat eenc coc mereen cates ase eee Fe eee 37.6¢ 32.6¢ 
Extraondinaliy itenmSace.s cicvecttnectenacccn esc nee Sas eee nn ts carne ene re er 1.0 21.8 
Net profit for the \ Lo: | aN tree: PPP een pr ee MEM Geo S es RABE Ansan cane cbi=ngnascceneasbasods 38.6¢ 54.4¢ 
CONSOLIDATED STATEMENT OF DEFICIE 
FOR THE YEAR ENDED FEBRUARY 29, 1976 
(with comparative figures for 1975) 
1976 1975 
Deficit, DEGRA: OF Yel icici. Sok Soe nites epee es ae pet cate eee ce ee ee $ 246,822 $ 571,116 
Net profit: for:the year. 225.55 sosses os ct seco ccccemeaedec ane deen eee ee ee eee ee 239,752 338,199 
7,070 232,917 
Dividends: paid onipreferted| Shares). 2.5.05 c- cce ep senesttcs epee tyme tee estes ee 1,474 1,474 
Write-off.ofistockcissueex pense ....,cccraccate: «cast eats ach snes cae ee teen — 17,500 
1,474 18,974 
\ 8,544 251,891 
Increase in cash surrender value of life insurance in excess of premiums paid -_ 5,069 
Deficht; Cri ORV Cait car icc cys re Oe eee eh Oe ee eres $ 8,544 $ 246,822 


(See accompanying notes to financial statements) 


‘CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED FEBRUARY 29, 1976 
(with comparative figures for 1975) 


1976 1975 
Source of funds 
Net profit for the year ........ Te he thn nee AMOI A Ae Oe A Ree Dy 4 ea ER RNP er $ 239,752 $ 338,199 
Add: Items not requiring ey of funds 
DSTa/ ase: fe | (oy Nay Bee dai ie ny se Ae ER mS PL AN AR De a RE er 52,229 37,376 
WIE “COMUMIRON [EXECU AGS OTS poi ac gs ot okt tee fone. falcoe Se eer tec Soca ideas auchtueyeele 37,840 336 
Minority interest — share of profit of a subsidiary ....................ccccccccceeeeees 6,543 6,275 
Amortization of debenture GISCOUM 7 3. ee tant ee Nase ts rt ee ae _ 2,500 
Stock issue expense AIEEE INcOT EAD Riss aet teckel) ees a eel eh ek _ 17,500 
Unamorized aebenture discount Whitten-Olf 22...2...ccccececscnsto0rsocksreawuesshen cas - 19,584 
Increase in cash surrender value over premiuMS Paid ..................cccseeeee ee _ 5,069 
UMTS MONOD EATON cee iar een a eat cosy tie ee pa ae ee ee 336,364 426,839 
EPMoCeceas mom disposal Of TiX@dvaSSets ick ca. oicsc4 en eeees op aasineasanacedgbaseaesavare masa’ 8,833 23155 
RECOVETY Of COOGWIIN ....-- 00.2. ecenee seen seen Pees see ASR RR ee GS at eT SOLE Ee APR (5) 51,707 
Reduction OfMOlESMECEIVADIE Aen acto teceae creamer e Nee ne eee ane tadtiancu an aaeaeueeaodt = 35150 
345,192 504,831 
Use of funds 
REDURG MASE OnGODENLUING oi. 5.0 obi decusenoctecion sets nae Mi eadel ges ael cpa s ete a <aaemieta sereceotnissatrenl _ 500,000 
PEGI ASC LOU NIKE ASSONS striatus soste anatenae ence ncaa as Recon. Hem med tec cap one meee acces 124,402 21,018 
INCKEASCHIMNMOANS FECCIVADIC a aidecosjacve scot eee ost ose ee aac mee cece waranccean-unsteneaaccee 98,755 10,023 
Dividends paid on preferred SIANGS erie ceo eee nan eee eh ae nae cena rncb ee 1,474 1,474 
Increase in cash surrender value of life INSUFANCE .......... ccc cece cece eee eeee teens 1,172 10,531 
SLOCK-ISSUC EXOEMSE WIITEN=ORE sc..Se te so rarepnceshe cr soe muptencasuilede ohio an caaPmebemaeees ecm ere se 2 ~ 17,500 
225,803 560,546 
Increase (decrease) in working Capital ...............0.. cece eee ee esse eeeeeeeeeeneneeeeeeeees 119,389 (65,715) 
WOLKING Capital DEGINTING OF VAN rir. nscucenchocn uae a aroatnengoetece semanas datae Mananeoaos caneicl sass 489,464 545,179 
Working capital, end Of year ....cc.cccsccsssssesssesseessessesssesssetsesssessessesesesisssesssesssesseesaseeees $ 608,853 $ 489,464 
Represented by: iy 
GUNTER ASS OUST enter treaties renga tcc sree cee sera fra Saetenriye Mem tear ec estat eucGacbnnseidicas a $1,899,526 $1,863,610 
CUTER ate See sce os es ee en cat SR se a EE a 1,290,673 1,374,146 


$ 608,853 


(See accompanying notes to financial statements) 


$ 489,464 


STUART HOUS 
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CONSOLIDATED BALA 


(with c 


ASSETS 
1976 1975 
Current assets 
ACCOUNTS FECEIVADIC iso icsccifocdsquvevsnc’ sche casas’ pod cuentas MInG eee Meee atten adae See nee ae ene $ 828,340 $ 779,843 
Notes-receivatble a. 01g See es pac cetera rre erence eta reas eee eee ee = 117,919 
Inventories, at lower of cost or net realizable value ici ncsrrenererecneueres 1,054,280 951,647 
Prepaid EXPENSS ioecccic-icuacsatasanocncdelasstebentaee Sekcneeeers ieee ee 16,906 14,201 
1,899,526 1,863,610 
Investments 
Loans:receivable: (Note 10) fesccsivszensscateunwarcet stake reeieee ene Re ee ane ee 111,890 13,135 
SNAFES; At:COSE cain eid wales avaco ds ap wan esses Moceectarcas aah eeu ents ae ean ge een ee eee ene 1,296 1,296 
Cash surrender value.of lifeinsurance (Note 8) 22.2.4. eacemen onsen cseeteenn sarees 36,693 35,524 
< 149,879 49,952 
Fixed Assets 
Land, building, machinery and equipment (Note 2) ................ccccccseeeeeceeeseraeeeees 158,860 133,360 
Other assets . 
Excess of cost of investments in subsidiaries over net book value at acquistion 
(NOTE TV) ees iocsaiss Saceeosestebctece Gye ceuice latencies rene tec ee ene eee meee eet a aoa cee 264,014 264,009 
$2,472,279 $2,310,931 


Approved on behalf of the Board: 


A 6) Cilasdlnf ——y N D_ 


Director Director 
AUDITORS’ REPORT We have examined the consolidated balance sheet of Stuart 
To the Shareholders of House International Limited as at February 29, 1976 and the 
Stuart House International Limited consolidated statements of operations, deficit and changestin 


financial position for the year then ended. Our examination 
included a general review of the accounting procedures 
and such tests of accounting records and other supporting 
evidence as we considered necessary in the circumstances. 


TERNATIONAL LIMITED 


der the Laws of Canada) 


IHEET AS AT FEBRUARY 29, 1976 


‘figures at February 28, 1975) 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


1976 1975 

Current liabilities 

Bank indebtedness ...................cccccceeeeeeeee ees 5 Mh ta ae mh Re MRE tO ee ei oe cle $ 230,898 $ 490,256 

YE SSAA E GS 8 AS 1 0h Ce aiid ae a Dy ay AP Oe a Pe ee ee a 194,229 158,202 

Accounts payable and. accrued liabilities .............:...4...as:cce.scsescacannvoncaseansansvensvess 865,546 725,688 

_ 1,290,673 1,374,146 

Minority interest in subsidiary ..................... ccc eececcceccecceeeeeeeeseeeneneeceeeeeeeeeeeeeeeeuaaaeaeas 36,130 29,587, 
Shareholders’ equity 

Capital Stock 

Authorized 
100,000 Preferred shares of $8 par value each issuable in series 
1,000,000 Common shares without par value 
Issued 
3,070 6% cumulative redeemable convertible preferred shares, 
SECS Mir cares eee ON bch DEN eae ancLeecaenaceent 24,560 24,560 
/ GZAPGORGOMMON TS Male Sierra eee tec ceo eee Penne eect 1,072,580 1,072,580 
1,097,140 1,097,140 
CS Pea pecs LEN Sat rare oh ors crea oc ser ani PRN Neen Ie elec nck sever eeowanlos ecopuiuctshdDadecssirie 56,880 56,880 
PE erm tee Pee i act ie Me A i ia ik Ve oo edt LW tac atlcad ease (8,544) (246,822) 
1,145,476 907,198 


$2,472,279 $2,310,931 


(See accompanying notes to financial statements) 


In our opinion these financial statements present fairly the 

consolidated financial position of the companies as at Febru- 

ary 29, 1976 and the results of their operations and changes 

in financial position for the year then ended in accordance R ° f W f f Sy CG 
with generally accepted accounting principles applied on a esntcR, CniPau oO. 


basis consistent with the preceding year. Chartered Accountants, 
Toronto, Ontario. April 7, 1976. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


FEBRUARY 29, 1976 


SUBSIDIARY COMPANIES 


The accompanying financial statements consolidate the accounts of the company and. all 


of its subsidiaries: : 
Ownership of 


Voting Stock 


Stuart House:CanadarLimited): 22.5. ..escancee nee eee acer a eee eee eee 100.0% 
Romar Pet Supplies Limited ............. eran ee Pocrt cogs sSaceoseperac deck Foac cobb ac carcpsrono: nnesees 100.0% 
Burlington’Packaging Limited <2. ciscocscteasasscece elector cee teeta een 92.3% 


During the year the company wound up one of its 100% owned non-operating subsidiaries, and initiated 
steps to wind up two others. 


Details of excess of cost of investments in subsidiaries over net book value at acquisition: 


Romar Pet Supplies Limited.) est ee ce ee $ 245,838 
West Taylor Bickle: Division sccccccs, <cetee ieacaeaeze sen nanee-caee ene ee aeeen nonce ae mae eee eee eee 18,176 
$ 264,014 


FIXED ASSETS 
The major categories of fixed assets at February 29, 1976 are as follows: 


Accumulated Net 

Cost Depreciation Book Value Rates 
BUGGING Se. ches ceca haere ee es eet creme eee ee $ 032,817. $ 27,681 2. 5,136 ~ 5% 
Machinery and equipment ...................::eeeeeeeeeeeees 508,305 448,697 59,608 20% 
ViGhICIES eres otal ot een nutee she na coe ester ete ap rece 55,471 26,856 28,615 30% 
VAI RG\ 21 apt eee Oo nse ee or Cie One ecg iccr or ochrccteanG 49,755 19,902 29,853 40% 
Leasehold Jmprovements <i-cts-.cante.o ceeneerrueeoeeeo ee 39,141 ~ 4,893 34,248 

685,489 528,029 157,460 
LGC! conan aeeareeen ene chiens it ote eee a eee eee 1,400 — 1,400 


$ 686,889 $ 528,029 $ 158,860 


Straight line depreciation is written on leasehold improvements over the terms of the leases, and the 
diminishing balance method is applied to the other depreciable assets at the rates shown above. 


INCOME TAXES 


One of the subsidiary companies has incurred losses in prior years which are available, for income tax 
purposes, as a deduction from future profits. At February 29, 1976 losses carried forward amounted to 
approximately $8,300. 


CAPITAL STOCK 


Under the company’s employee stock purchase plan common shares may be purchased in September 
each year in lots of ten at the then current market price, and payment may be spread over three years. The 
total number of shares available under this plan is 15,790. 


10. 


11. 


LEASE AND OTHER COMMITMENTS 

The company has signed an agreement with a shareholder, Stuart (Nassau) Limited, for Nassau to provide 
it with consulting and advisory services at a rate of $30,000 per annum. This agreement expires February 
28, 1982. : : 

The company and its subsidiaries are committed to annual rentals under leases as follows: 

1976-1977; $119,268; 1978-1979, $90,468; 1980, $50,458; 1981-1991, $32,968. 


DIRECTOR’S REMUNERATION 
The aggregate remuneration (none of which was to the directors as such) charged to consolidated 


earnings for the year ended February 29, 1976 in respect of six directors (five of whom were also officers) 
was $243,714 all of which was paid by Stuart House Canada Limited. 


CONTINGENT LIABILITIES 

(a) The company is contingently liable on a mortgage liability of Stuart (Nassau) Limited. At February 29, 
1976 the principal outstanding on the 542% mortgage was approximately $105,000. Management is 
satisfied that there is adequate security to cover the mortgage. 


(b) The company has appealed and won an assessment of sales taxes for a four month period in 1974 in 
the amount of $17,000. The sales tax department has appealed this decision. If the Minister wins their 
appeal the company may become liable for approximately $150,000 in federal sales tax for 1975 and 
1976. 


CASH SURRENDER VALUE OF LIFE INSURANCE 
Cash surrender value of life insurance is stated net of loans of $120,805 (1975 — $119,189). 


EXTRAORDINARY ITEMS 1976 1975 
WCHE-COWNEOn IKE Gra SSCES vest ctetacs taccve ae iota te Saree tanec Se Mena Hace RE aTAR ae catekeminin’s ($ 37,840) _ 
Gaily OM FEGEMPtlONOt MEDEMLULE eae rreamc: oecoarc once ven atest ener ener teen ne ee tanwarren care _ $ 32,916 
Recovery of goodwill on sale of a division of a subsidiary, Stuart House 

(Gre a FeV 0 foIN Bf) (oo AM a be aie Sete pies rr <a tome 5 tala ov 4 dia Seana RS A om in te _ 25,658 
Income tax reductions realized due to prior year’s losses carry-forward ...... 43,770 77,000 


$5,930 $135,574 


LOANS RECEIVABLE 


Loans receivable are secured by mortgages on property. These loans were made by a subsidiary to 
employees who are also directors for the purpose of creating or purchasing dwellings. 


COMPARATIVE FIGURES 
Certain figures on the 1975 comparative figures have been restated to conform with the statement 
presentation adopted in 1976. : 


THE COMPANY — ITS HISTORY AND BUSINESS 


The main operating subsidiary of Stuart House International Limited'is Stuart House Canada 
Limited, which is primarily a sales and distribution company. Mr. John Stuart Sr., now retired, 
founded the company in 1936 at Winnipeg as a manufacturers sales’ agent for Western Canada. 
The company was so successful in the West that two of the companies we represented as sales’ 
agents actually persuaded us to expand into Eastern Canada and take over their sales for the whole 
country. This was done in 19471 and now the Company’s head office is in Toronto with sales offices 
in Halifax, Montreal, Winnipeg, Edmonton and Vancouver. 


The company operates primarily in the food, drug, confectionery and department store trade 
across Canada. Usually, we sell through wholesalers and chain head offices. However, we also call 
on individual stores and this requires an extensive sales force. We now have 40 sales people in over 
20 cities across Canada. 


4 


As a Sales Agent, Stuart House Canada Limited is able to offer a full range of marketing facili- 
ties to the principal companies we represent. In some cases, we buy and sell for our own account, 
handling all of the credit, warehousing and shipping and advertising. Sales of these products are in- 
cluded in our accounts under Warehouse Sales. In other cases, we solicit the order and turn it over 
to the manufacturer who ships and invoices it, and pays us a commission of a percentage of the net 
invoice value. These are listed under our Consolidated Statement of Operations as Commission 
Sales and the actual commission received is shown as Commission Income. 


\ 


Originally Stuart House Canada Limited acted as a sales agent only for other companies. 


Over the years we have also developed product lines that we package and market under our own 
Stuart House label, in addition to the products we distribute on an agency basis. 


The sales and distribution of these products is a great cost saving advantage for the com- 
pany and its principals, because in effect we are sharing the marketing cost. Canada, as a whole, is 
still a relatively sparsely populated, widely scattered market, requiring a large;.expensive marketing 
organization to physically cover it. However, once this organization is set up, it can usually market 
additional products at a relatively low cost, if they are in the same trade category. 


This puts the company in a unique position to increase its total sales even more in the future. 
Not only can we expect the normal increases that should come on our existing product lines, but we 
can also increase sales by taking on additional agency lines. 


rt 


al 


In addition to the goods which we manufacture and sell under the Stuart House label, we are proud 
to represent the following companies as Sales Agents for their products in all or part of Canada 


Barnes-Hind Pharmaceuticals, BARNES-HIND SOLUTIONS, ETC., 
Sunnyvale, California. FOR CONTACT LENSES 
W. T. Hawkins Limited, | CHEEZIES, MAGIC-POP POPPING CORN 


Belleville, Ontario. 


LePage’s Limited, .__ GLUES AND ADHESIVES 
Toronto, Ontario. 


Lewis-Howe Company Limited, TUMS AND NATURE’S REMEDY 
Windsor, Ontario. 


Swizzels Matlow Ltd. IMPORTED ENGLISH CONFECTIONERY 
New Mills, England. 


Plough (Canada) Limited, COPPERTONE SUN TAN PRODUCTS, 
Malton, Ontario. ASPERGUM, ANSODENT, FEEN-A-MINT, Etc. 
Polymer International (N.S.) Limited, PLASTIC GARBAGE BAGS 


Truro, Nova Scotia. 


Purity Popcorn Co., Ltd. LUCKY ELEPHANT POPCORN 
Toronto, Ontario. 


Romar Pet Supplies Limited, ROMAR 90 DOG & CAT FOOD 
Weston, Ontario. 


Primo Importing & Dist. Co. PRIMO SPAGHETTI, ETC. 
Montreal, Quebec. 


THEY MADE IT HAPPEN! 


ee ae 


Geeanies oo si Raa 3 = se 


Each of the salesmen in this picture exceeded his sales quota for the year by 5%, or more. Since 


equalling the sales quota required a significant increase over the previous year’s sales, beating that 
quota by 5% represents a real achievement in salesmanship. All of these great achievers were led by 
the men of our Quebec division who had an increase of 42% in their dollar sales for the year. 


lhaninis it possible for the salesmen to beat those quotas, is a great group of people e behin d the 
scenes. qneae are the eae ae: in our Sia wa ke ce se ge insite! e sure th ihe Sa: are 
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